UNITED STATES DEPARTMENT OF AGRICULTURE 
Rural Electrification Administration 
Washington 25, D. C. 


December 1, 1947 


To : All REA Borrowers 
From : Jos. F, Marion, Chief, Finance Division 


Subject: Procedure for Completion of Inventories Covering ~* 
Construction of Sections by Force Account 


We are attaching explanations of recommended procedures whereby 
inventories, which will conform with the requirements of Engineering 
Memorandum No. 174, can be made of Section Force Account Construction 
regardless of the method in which cost records have been maintained. 


It will be noted that only the regular forms now included in the new 
Work Order Procedure are required. Therefore, no difficulties should 
be experienced in conforming to the instructions as outlined. 
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PROCEDURE FOR COMPLETION OF INVENTORIES ; 
“COVERING CONSTRUCTION OF SECTIONS Be, FORCE ACCOUNT 


_ EFFECTIVE DECEMBER 1, 1947 


We find that. cooperatives have individually adopted a methods of 
maintaining: Section Force Account construction costs. Two of these 
procedures involve submission of Monthly Inventories on Form DS-13}, 
which they clear from the Unclassified Electric Plant in Service, 
Account 100.6 (or old No. 103. 4) and distribute to the various plant 
accounts. By the use of one méthod the Section construction cost is 
intermingled with the’ Member Service work orders. By the other procedure 
the Section construction costs only are included in the Inventory, 
Form DS-+134. These inventoriés are also cleared from the Unclassified 
Electric Plant in Service: Account, and debited to the plant accounts. 
However, neither procedure provides for a composite inventory of the 
entire Section and the overhead costs exclusively applicable to the 
oe ven remain ‘undistributed. 


A nue? other methods of handling cost records have been used by 
_ which no attempt has been made to complete an inventory of Section con- 


struction. ‘So many different individual procedures are involved in that 
category that no attempt will be made to describe them. If, however, 
the records have been’ accurately maintained no great difficulty in com- 
pleting an inventory should be encountered, except the time involved in 
compiling-all data sirachenieige and computing hia unit cost and plant dis- 
tribution. 


In witewi of the fact that so many of the’ various cost record procedures 
adopted by the cooperatives aré creating difficult problems, the following 
methods for handling complex situations are recommended. Only the forms 
of the presént Work Order Procedure are employed. It is, therefore, 
believed that they are the most simple and’ efficient procedures by which 
composite inventories of Sections constructed by Force Account can be 
completed and amounts applicable’ to the Section costs cleared from all 
Work in Soe accounts. 


1. Force Las kattus Section Construction Submitted on. Form DS- -134 


with. Beeoes eouere Work Orders © 


tn instances Gnese the secaseeeattvdd ere intermingled the 
“Section construction costs and units on the Monthly Inventory 
“Forms DS-134% with Member Service Work Orders, and made plant 

distribution of the inventories, the following procedure 
should be followed to complete an inventory of the entire 
section: 


a. A tabulation of units shown on all staking sheets 
covering the Section construction should be made on 
Form DS-136A, (These forms provide for only 12 staking 
sheets. If more are involved, it will be necessary 
to cut off the first two columns of a second Form DS-136A, 


and. paste it over the Total Units column on the first 
form. This will provide for a summary of 24 staking 
sheets, which should be ample to handle the tabulation 
of units on any Section.) 


The total number of all units on the lines constructed 
should be transferred from the Total Units installed 
column of the completed Tabulation of Staking Sheets, 
Form DS-136A, to the Quantity column on the Assembly 
Cost and Plant Distribution on the back of Form DS-134. 


-The Standard Material and Labor and Other Unit costs 


should be entered in the Unit columns under Standard 

Cost; the total cost of all units should then be computed 
and entered in the Total column. After all extensions 

have been made’,.a grand total should be made of the. amounts 
in the Unit Totals columns under both Motextet and Labor 


: and Other, 


Al Individual Work Order Cost Sheets, Pancras 
which the Section Material, Labor and Other costs have 
been recorded, should be arranged in chronological order, 
they should then be verified with the entries made on 
the: Inventories of Construction Work Orders, Form DS-134, 


on which the Section construction costs were included 


with the Member Service: construction costs. 


After the Cost Sheets have eae orice: with the 
Inventories, the amounts of Material, Labor and Other, 
including the General Overhead recorded and entered on 
the Cost Sheets, should be summarized on the front of 
the Inventory of Construction Work Orders, Form DS-134, 


‘on which the Section: units have been entered. The totals 


of all Material, Labor and Other, the actual cost, 
should: be entered in the Total space under the summary 


of the amounts entered from the Individual Cost Sheets. 


(If the verification of cost sheets with inventories, 
on which the cooperative had intermingled the Section 
and Member Service construction costs, reveals that 
errors have been made, it will be necessary that the 
cooperative prepare a.corrected inventory, make a 
journal entry reversing the original incorrect entries 
to the plant accounts and make the entries as shown by 


' the corrected inventory. It will not be necessary to 


disturb entries made to plant accounts because of any 
of the other iaventen ies that have been Reaunete Ly 
prepared. ) | 
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The totals of Material, Labor and.Other.on the Summary of 
Actual Costs should be transferred to the back of the 
Form DS-134 under the totals of the Standard Cost of all 
units at the bottom of the form; extend the difference 
between the Standard Cost and the Actual Cost to the Ad- 
justment column; determine the percentage of the adjust- 
ment amount to the Total of the Standard Labor and Other 
Cost; compute the adjustment to be made to the total cost 
of all individual units and enter that amount in the 


_ Adjustment column to the right of the total Standard Cost 


of each class of units. From that point, the inventory 
should be completed in the same manner as the monthly 
inventories of Member Service Extensions. 


After ‘the inventory is completed, it will be necessary 
that -the percentage of the overhead costs, such as engi- 
neering, interest on advances of funds applicable to the 
section, ete.,; be computed. This is accomplished by di- 
viding the total of all such overhead costs, that were not 
included in the previous inventories, by the Total In- 
stalled Cost shown at the bottom of the Assembly Cost and 
Plant Distribution, the Section Inventory, Form DS-134. 


The amount of overhead costs applicable to the total costs 
of the individual plant accounts, as shown in both the 
Capitalized and the To Be Capitalized columns, should be 
computed. The procedure by which the amount of such over- 
head should be allocated to the individual plant accounts, 
is as follows: 


(1) Divide the amount of overhead cost, to be distributed 
by the total amount shown at the bottom of the page, 
in the Installed Cost column on the Form DS-134 In- 
ventory, to determine the percentage of Direct Over- 
héad cost. 


(2) Calculate the amount of Direct Overhead cost to be 
debited to each plant account by applying the per- 
centage determined, as directed above, to the amount 
applicable to each of the plant accounts, as shown in 
the Installed Cost column on the Form DS-134 Inventory 


After those amounts have been determined, a journal entry 


Should be made by which the various plant accounts are 
debited with the overhead costs applicable to each and the 
Work in Progress account, in which the overhead costs 

Weré originally entered, credited. 
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i. Four copies should be made of the completed inventory of 
the Section Construction. On the front page of the Inventory 
under the Totals of Materials and Labor and Other, in the 
space designated "Cash Required," on the lines provided for 
entry of amounts for Purposes 14 and 15, make the following 
insertion, "Summary Inventory Only - Not for Advance of Funds 
or Plant Account Distribution.” 


As a convenience for future reference, a schedule should be 
prepared showing the various classes of Direct Overhead items 
and amounts of each. : The percentage of the Direct Overhead 

to Construction Cost should also be’ noted on the Schedule. A 
copy of this schedule should then be securely stapled to each 
copy of the Inventory. Four copies of the Inventory, together 
with other closeout documents specified in Engineering Memo- 
randum No. 174, should be handled in accordance with that 
memorandum. . 


- After the inventory has been approved by the Engineering Division and 
returned to the cooperative it should be retained as a permanent record 
of the section construction and unit costs. 


“2. Force Account Section Construction Submitted on Form DS-134 


Separately Each Month 


Many cooperatives have submitted inventories of work completed 
on Section construction.-each month. These were approved by Engi- 
neering and Finance Divisions on the assumption that they repre- 

- gented short extensions which normally are submitted as Member 
Service construction. These inventories, after approved and 
returned to the borrower, have been cleared from the Work in 
Progress account and debited to the various plant accounts 
according to the distribution on the back of the Form DS-134, 
Assembly Costs and Plant Distribution. 


When Section construction inventories have been prepared in this 
manner, overhead costs, such as Engineering Fees, Interest, etc., 
have not, as in Procedure 1, been absorbed. Therefore, the 
following procedure is reconmended wnereby a composite inventory 

of the Section can be completed, which will eliminate the necessity 
-of overhead distribution on a percentage basis, as is necessary 
where the Section and Member Ries construction costs were 
intermingled. 


a. A journal entry should.be.made to cancel or reverse 

the original journal entries for all of the monthly 
Section Force Account ‘inventories that were previously 
debited to the plant accounts and cleared from the Work 
in Progress account. This entry must be supported by a 
schedule of all the amounts of the costs shown on the monthly 
inventories. 


Beha 


A tabulation of units shown on all staking sheets covering 


the Section construction should be made on Form DS-136A,. 


(These forms provide for only 12 staking sheets. If more 
are. involved, it will be necessary to cut off the first 
two columns of a second: Form DS-136A, and paste it over 


‘the Total’ Units column on the first form. This will provide 
for a summary of 24 staking sheets, which should be ample to 


handle the tabulation of units. on any Section.) 


. . The total number of all units on the lines constructed should 
' be transferred from the Total Units installed column of the 


completed Tabulation of Staking Sheets, Form DS-136A, to the 
Quantity column on the Assembly Cost and Plant Distribution 
on the back of Form DS-134.. —-- ‘eet me 


The Standard Material and:Labor and Other Unit costs should 
be entered in the Unit columns under Standard Coste athe’ total 
cost of all units should then be computed and entered in the 


Total colum,.. After all extensions have been made, &-grand 


total should be made of the amounts in the Unit Totals: columns 
under both Material and Labor and Other. 


All individual Work Order Sheets, Forms CO-98, on which 
the Section Material, Labor and Other costs have been recorded, 
should be arranged in chronological order. 


The amounts of Material, Labor and Other and general Over- 
head cost items, which are recorded on the Forms Co-98, 
should then be scheduled on the front of the Form DS-134, 

on which the Standard Unit Costs have been computed. After 
all cost sheets have been listed, the totak amount of Over- 
head items entered directly to the Work in Progress account, 
such as Engineering Fees, Interest on advances during con- 
struction, etc., should be-entered in: the Labor and Other 


column on the Form DS-134 under the’ last amount entered on 


the summary of cost sheets. For convenience of future 


‘reference these overhead items should be broken down so as 


to show the total amount of each class, engineering, interest, 


. etc. The totals of all Material, Labor-and Other column 


amounts should be entered in the "Total" space under the 
cost sheet items summary. ° Pelle Te she, 


. The totals of Material, Labor and Other on the: Summary of 


Actual Costs should be transferred to the back of the 
Form DS-134 under the totals of the Standard Cost of all 
units at. the bottom of the form; extend the 1ifference 


between. the Standard Cost and the: Actual Coat to the Ad- 


justment column; determine the percentage of the adjust- 
ment amount to the Total of the Standard tiabor and Other 
Cost; compute the adjustment to be made to the total cost 

of all individual units and enter that amount in the Adjust- 
ment colwnn to the right of the total Standard Cost of each 
class of units. From that point, the inventory should be 
completed in the same manner es the monthly inventories of 
Member Service Extensions. 
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h. Four copies should: be made of the completed inventory of 


the Section Construction. On the front page of the In- 
ventory, under the Totals of Material and Labor and Other, 
in the space designated "Cash Required," on lines provided 
for entry of amounts for Purposes 14 and 15, make the 
following insertion,:'"Section E Inventory - Funds Previously 
Advanced." (Section ‘should be identified by actual letter 
designation.) Os . 


Four copies of the Inventory, together with other closeout 
decuments specified in Engineering Memorandum No. 174, should 
be handled in accordance with that memorandum. 


One copy of the inventory, when approved by the Engineering Division, 
will be returned to the cooperative. It should be retained as a perma- 
nent record of detail unit data and to support the distribution of the 
Section costs to the various plant accounts. 


This method provides a composite inventory of the completed Section, 
which ineludes all overhead costs and thus providing an overall average 
cost of all units. The necessity of computing overhead percentage and 
adding the extra amount, when the total unit cost is required for retire- 
ment purposes or other reference is eliminated, 


3. 


Miscellaneous: Methods of Recording Secti 


Construction Costs 


on Force Account 


“Methods of recording costs under: this category are varied. 


However, the following recommended: procédures may be employed 


‘to compile data from which the Section Inventory can be 
completed: a f Ost Bee Pace ae 


hy as A tabulation of units: shown on all ‘staking sheets 


covering the.Section construction should be made on 

Form DS-136A. .(These forms provide for only 12 staking 

sheets. If more are involved, it will be necessary to 
_ cut off the first two columns of a”’second Form DS-136A, 

. and paste it over the Total Units column on the first 
form. This will provide for a summary-of 24 staking 
sheets, which should be ample to handle the tabulation of 
units on any Section.) a ee 


_b. The total number of all units on the lines constructed 


Should be transferred from the Total Units installed 
column of the completed Tabulation of Staking Sheets, 
Form DS-136A, to the Quantity column on the Assembly 
Cost and Plant Distribution on the back of Form DS-134., 


atin Gi =. 


The Standard Matérial and bor and “Other Unit costs 


should be entered in the Unit columms under Standard 
Cost; the total cost of all units should then be computed 


and entered in: the: Total column, ‘After all extensions 


have been madé, ‘a: grand total should ‘be. made of the amounts 


‘in the Unit Totals’ columns under ‘both Material and Labor 


and DET 


Al: ‘Individual: Work Oraér Cost Sheets, Form Cte 98, or what- 
-. ever other form! on which the ‘cooperatives have maintained 


records of the section construction costs, should be 
arranged in ee bet ate iia aa | 


. The.amounts of Material, Labor and Other,’ including sums 


applicable to the Seaton by monthly distribution of general 


- overhead: iteths, should then be scheduled on the front of the 


Form DS-134, on which the Standard Unit costs have been com- 
puted and totaled. After all cost sheets have been listed, 
the total amount of other overhead items, such as Engineering 
Fees, Interest on funds advanced during construction, etc., 
thet normally would not be recorded on the monthly cost sheets 
or records, should be entered in the Labor and Other column on 
the Form DS-134, under the last amount entered on the summary 
of cost sheets. For convenience of future reference these 
overhead items should be broken down so as to show the total 
amount of each class, engineering, interest, etc. The totals 
of Material, Labor and Other column amounts should be entered 
in the "Total" space under the cost items summary. 


The totals of Material, Labor and Other on the Summary of 
Actual Costs should be transferred to the back of the 

Form DS-134 under the totals of the Standard Cost of all 
units at the bottom of the form; extend the difference 
between the Standard Cost and the Actual Cost to the 
Adjustment column; determine the percentage of the adjust- 
ment amount to the Total of the Standard Labor and Other 
Cost; compute the adjustment to be made to the total cost 
of all individual units and enter that amount in the Adjust- 
ment column to the right of the total Standard Cost of each 
class of units. From that point, the inventory should be 
completed in the same manner as the monthly inventories of 
Member Service Extensions. 


Four copies should be made of the completed inventory of 

the Section Construction. On the front page of the 
Inventory, under the Totals of Material and Labor and Other, 
in the space designated Cash Required, on lines provided 

for entry of amounts for Purposes 14 and 15, make the 
following insertion, "Section E Inventory - Funds Previously 
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. Advanced." (Section, should be identified by actual letter 
designation.) 


‘Four. copies of the Inventory, together with other closeout 
documents specified in Engineering Memorandum No. 174, should 
be handled in accordance Wath Reet memorandum, 


A copy of the inventory, when approved by the Engineering Division, will 
be returned to the cooperative. . it should be retained as a permanent 
record of detail unit data,and. to support’ the distribution of the Section 
Costs to the various plant accounts. 


A dompastte Enverbee of the completed Section, as through instructions 
for procedure No. 2, also includes all overhead of all units, thus elimi- 
nating the necessity of computing overhead percentage and adding the extra 
amount when the total unit, cost is required for retirement or other 
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